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Background State Plans Portability Overtime

Study Assignment

“conduct an evaluation of the benefits provided in the pension
plans offered by public employers in the state”

Compare benefit levels across public retirement plans.

Identify barriers to portability of retirement benefits among
public employers in the state.

Describe how “excess compensation” (including overtime)
is handled in pension calculations.

Supplemental Operating Budget § 606 (13), 2012 Wash. Sess. Laws 2225

Link to report: http: wa.gov/rptfiles/12-12-4101r.pdf
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Background State Plans Portability Overtime

Comparing Benefit Levels Across State Plans

« “Income replacement” measure

¢ Assumptions:

v Two hypothetical employees: age 65 & 55 with 30 years of
service

v’ Salary levels based on recent Washington retirees
v Default contribution rates, median benefit multipliers
« Limitations:

v Measure does not include Social Security, private
savings/investments, COLA, health benefits

v Assumptions about annuity purchases may not reflect
actual behavior
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Background State Plans Portability Overtime
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Background State Plans Portability Overtime
Age 65, police/fire Age 55, policeffire

New Mexico PERs New Mexico PERF
Minnesota PERA
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Background State Plans Portability Overtime

Local Public Pensions in Washington

* LEOFF was created in 1970 to consolidate local
police and firefighter plans

» Most local governments participate in state plans
» Exceptions:

v Seattle

v’ Spokane

v Tacoma

v Lakewood

v Sound Transit
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Background State Plans Portability Overtime

Employee Job Mobility & Pension Portability

Stable vs. Mobile Employees in Hypothetical Plans
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Background State Plans Portability Overtime

Washington State Portability Laws & Rules

« Dual membership:
v Combine service credit across jobs for eligibility
v'Use highest salary across jobs
v Purchase service credit

v An option for most state plans (including
LEOFF 2) and Seattle, Spokane, Tacoma

v'Does not apply to Lakewood, Sound Transit,
other DC plans
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Background State Plans Portability Overtime

Overtime and Excess Compensation Data

Department of Retirement Systems (DRS) data
* Members retiring from state plans 1/2009 to 6/2012:

v Demographics, employer, pension plan, retirement date,
average final compensation (AFC), cash-outs, excess comp.

v' Earnings history: compensation and hours worked up to ten
years prior to retirement.

« Limitations — overtime hours and earnings not reported
separately; no indication if mandatory or voluntary

Human Resource Management System (HRMS) data

« Covers state agency employees

Washington State Institute for Public Policy December 12, 2012 slide 10 of 20

Background State Plans Portability Overtime

Stylized Example 1:
End-of-Career Increases

Worker 1: no overtime $70,000

Worker 2: no overtime
until last 5 years of career,
then 20 hours/month

$60,000
$50,000

$40,000
For Worker 2:

>
&
T
a
=
g
=
c
<

$30,000

v Pension benefits
higher than
anticipated

$20,000

$10,000
v' Contributions cover a

. $0
small portion of costs 13 5 7 91113151719 21 23 25 27 29
Year in career
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Background State Plans Portability Overtime

Stylized Example 2:
Higher Hours Throughout Career

$70,000

Worker 1: no overtime
. $60,000
Worker 2: consistent

overtime hours $50,000
throughout the career
$40,000

For Worker 2: L

Annual salary

v Pension benefits 22000 —worker 1

higher as expected T ~ge=worker 2

v Worker and employer
contributions cover the
costs

135 7 911131517 192123252729
Year in career
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Background State Plans Portability Overtime

Average Earnings

. X . $10,000
v’ Earnings rise with

tenure for several
reasons D —

¥ These increases
impact AFC levels

(e PERS2

@
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8

P [===TRS2

v' Seniority-based (MA)
pay systems |ee SERS2
have advantages (MA)

|===SERS3
(MA)

Monthly Salary
2
8
8

Average Earnings Profiles for
Washington Open Public Plans, -
Retirements from January 2009 to 8
June 2012 Months to Retirement
MA = moving average
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Background State Plans Portability Overtime

Average Hours

v Higher 240
earnings/hour, not
hours worked,
typically drive
earnings growth
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Average Hours Profies for
Washington Open Public Plans,
Retirements from January 2009 to
June 2012
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Background State Plans Portability Overtime

Average Hours Before & During AFC Period

System/ Avg. Hrs Pre-  Avg. Hours . Std Dev
yPlan N AFC gAFc pifference Aec avg.

LEOFF1 109

LEOFF2 731

PERS1 3,577

PERS2 6,182

PERS3 158

SERS2 1,115

SERS3 251

TRS1 1,968

TRS2 558

TRS3 258

WSPRS1 99
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Background State Plans Portability Overtime

Variation in Hours Increases

v Across all systems, roughly 3% of retirees worked 20 or more additional
hours per month during AFC periods than before.

Difference in Average Monthly Hours: All Systems and Plans

Average Hours Worked Gain/Loss R oo
Pre-and Post-AFC

Less by > 2 hours 4,631 30.9%
Near, -2 to <2 hours 6,957 46.4%
More, 2 to <10 2,305 15.4%
More10 to <20 698 4.7%
More, 20+ 415 2.8%

Washington State Institute for Public Policy slide 16 of 20

Background State Plans Portability Overtime

Variation in Hours Increases

Most work roughly the same hours before and during the AFC period.
Those who work overtime at the end of their career tended to do so earlier.
There are exceptions; extreme increases in hours are rare.

Hours decline for some members.

Retirees by Average Hours Before and During AFC Period: All Systems & Plans

Average Monthly Hours: AFC Period
(1)<128  (2)128-149 (3) 150-166 (4)167-179 (5)180-192 (6)193-214  (7) 215+

(30-34/wk) (35-38/wk) _(39-41/wk) _(42-45/wk) _(45-49/wk) _ (50+/wk)
131 35 20 3 0 1

Average Hours: Pre-AFC _(15-29/wk)
(1) <128 (15-29/wk) 699

(2) 128-149 (30-34/wk) 1153 382
(3) 150-166 (35-38/wk) 470 1189
(4) 167-179 (39-41/wk) 107 413
(5) 180-192 (42-45/wk) 37
(6) 193-214 (45-49/wk) 2
(7) 215+ (50+/wk) 0
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Background State Plans Portability Overtime

Variation in Hours Increases
v Detail for LEOFF 2

LEOFF 2 Retirees by Average Hours Before and During AFC Period

Average Monthly Hours: AFC Period

(1)<128  (2)128-149 (3)150-166 (4) 167-179 (5)180-192 (6)193-214  (7) 215+

Average Hours: Pre-AFC _(15-29/wk) _(30-34/wk) (35-38/wk) (39-41/wk) (42-45/wk) _(45-49/wk)

(1) <128 (15-29/wk) ) o 0 ) 0

(2) 128-149 (30-34/wk) ) 0
(3) 150-166 (35-38/wk) 4 2
(4) 167-179 (39-41/wk) 180 40

(5) 180-192 (42-45/wk) 53 126
(6) 193-214 (45-49/wk) 11 24
7) 215+ (50+/wk) 4 3
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Background State Plans Portability Overtime

Variation in Hours Increases

v Detalil for LEOFF 2

Avg Hrs Std Dev
Pre-AFC AFC Avg

All LEOFF2

OSA Category

Law Enforcement Officer 1st Class City

Law Enforcement Officer Other City

Sheriff or Deputy Sheriff

Fire Fighter 1st Class City

Fire Fighter Other City
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Background State Plans Portability Overtime

State Policies on Pensions and Overtime

“Excess compensation” charges: WA, IL

Limit AFC as % of final salary or as a $ amount
(less than half of states)

Set longer AFC period (FL, IL at 10 years)
Exclude overtime from AFC (28 states)

Exclude leave cash-outs from AFC (about half of
states)

AFC = average final compensation
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Exhibit 15
States that Limit AFC as a Percentage of the Highest Average Salary

General Employee and Teacher Plans Law Enforcement and Firefighter Plans*
| | 1 | | | |
Montana Alabama | | | |
West Virginia Eeare | | | | |
i Hawaii
North Dakota J | | | |
1 Ohio
New Mexico 1 | | | |
i California
Kansas i | | | |
| Arkansas
lowa lowa | : : : |
lllinois New York | | |
Delaware New Mexico | | | |
o 1 Minnesota
California ] | | |
T lllinois
Alabama 1 | | |
. Connecticut
Rhode Island i | | |
i Arizona | | |
Mississippi | Wyoming
Georgia Washington
Florida Indiana | | |
Arkansas Wisconsin | | | |
i Rhode Island
Vermont i | |
T South Carolina
Nebraska 1 | |
i Maryland
Michigan i | |
) Texas | |
Maryland Tennessee : :
0% 40% 80% 120% 0% 2(;% 4(;% 60% 80% 100%
WSIPP survey of state plans (see Appendix B) WSIPP survey of state plans (see Appendix B)

*° Washington’s 75% limitation is for WSPRS 2.
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Exhibit 16
States that Limit AFC to Less than the Federal
Limit ($250,000)

General and Teacher Plans

Georgia $200,000

Utah -_ $110,100
South Carolina _ $110,100
Vermont -_ $106,800
lllinois __ $106,800

West Virginia - $50,000

New Jersey [l $40.000

Montana F $22,000

$0 $50,000 $100,000 $150,000 $200,000

WSIPP survey of state plans (see Appendix B)

Law Enforcement and Firefighter Plans

Oklahoma $179,000
Texas $110,000
Tennessee $110,000
New Mexico $106,800
Illinois $106,800
New York $62,000

$0 $50,000 $100,000 $150,000

WSIPP survey of state plans (see Appendix B)

AFC Periods. Twenty-six states have the
same AFC periods as Washington’s open
plans. Two states have longer AFC periods
(lllinois and Florida). For law enforcement
and firefighter plans, most states have an AFC
period of three to five years; Washington’s is
five years. Two states have eight-year AFC
periods (see Exhibit 17).



General and Teacher plans

Exhibit 17
States by AFC Period

Illinois
Florida
Wyoming
West Virginia
Washington I
Virginia

Utah

Texas
Tennessee
South Carolina
Rhode Island
Oklahoma
North Dakota
New York
New Mexico
New Jersey
New Hampshire
Montana
Minnesota
Michigan
Maryland
Louisiana
Kentucky
Kansas
Indiana
Hawaii
Connecticut
Arizona
North Carolina
Mississippi
Colorado
Idaho
Wisconsin
Vermont
South Dakota
Pennsylvania
Oregon

Ohio

Nevada
Nebraska
Missouri
Massachusetts
Maine

lowa
Delaware
Arkansas
Alabama
Georgia
California

0.0 2.0 4.0 6.0

8.0

WSIPP survey of state plans (see Appendix B)
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Law Enforcement and Firefighter Plans

Illinois

Wyoming
West Virginia
Washington
Virginia

Utah
Tennessee
South Carolina
Rhode Island
New York

Minnesota
Maryland

Hawaii
Arizona

Arkansas
Idaho
Wyoming

Texas
Oregon
Ohio

North Dakota
New Mexico
Nevada
Montana
Maine
Kansas
lowa
Delaware
Colorado
Alabama
Vermont
Michigan
Georgia

Oklahoma

Indiana

Florida |

New Hampshire |

Kentucky :

North Carolina |

Wisconsin |

South Dakota |

New Jersey :
Nebraska |
Massachusetts |

Louisiana |

Connecticut |

California |

Pennsylvania |

= 5

10

WSIPP survey of state plans (see Appendix B)




Overtime. Overtime is generally defined as
hours worked beyond the regular 40-hour
work week. Employers typically offer a higher
rate of pay (1.5 to 2 times more than base
pay) for overtime. Some types of jobs require
more overtime than others (such as law
enforcement, ferry workers, and corrections
officers).

For the general public employee and teacher
plans, 12 states include overtime in AFC
calculations,® and 11 plans do for law
enforcement and fire fighters.*

In Washington State, overtime is included in
AFC calculations for general plans,> as well
as for the LEOFF 2 plan. There is no limit on
the amount of overtime that counts in the
AFC, but if the overtime pushes AFC to more
than twice the regular pay, the employer must
pay additional contributions (determined by
the state actuary) under the “excess
compensation” law described earlier.

Unused Sick and Vacation Leave. When an
employee retires with a balance of sick or
vacation leave, some states allow that amount
to be included in AFC. Twenty-six states
allow sick leave to be included and 15 allow
vacation leave (see Appendix B for details). In
Washington State, leave cash-outs are only
included in AFC in Plans 1.

Severance and Subsistence Pay.
Severance pay is additional pay granted to an
employee when they leave employment. Our
review of other states’ open plans found that
no states include this payment in with AFC
calculations. Subsistence pay is money paid
to an employee for reimbursement of
expenses while on the job. The only state that
includes subsistence pay in the AFC within
the general plans is Oregon. For law

% Alabama, Arizona, California, Connecticut, Delaware, Hawaii,
lllinois, Kentucky, Maryland, Michigan, Minnesota, Mississippi,
Missouri, Montana, Nebraska, New Hampshire, New Jersey,
New York, Ohio, South Dakota, Vermont, and Washington.

®! Arizona, California, Connecticut, Kentucky, Louisiana,
Montana, Nebraska, New Jersey, New Mexico, New York,
Oklahoma, Rhode Island, South Dakota, Virginia, Washington
gLEOFF 2 only), and Wisconsin.

2 TRS 1 also includes overtime; TRS 2 and 3 do not.
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enforcement plans, Virginia also includes
subsistence pay in AFC calculations.

2B. OVERTIME AND EXCESS COMPENSATION
ANALYSIS OF WASHINGTON DATA

The Data

Washington State DRS provided data for
individuals retiring from one of the state plans
during the three and a half years from January
2009 to June 2012. These data included
information for roughly 27,000 pension system
members from LEOFF, PERS, SERS, TRS
and WSPRS plans.>®

In addition to information about their pensions,
data also included monthly compensation and
hours worked histories for about 20,500 of the
retirees. These histories, which include up to
ten years of data, allowed us to examine the
extent to which earnings and hours increase
during AFC determination periods (see
Appendix E for a more detailed description of
these data).

The main limitation with the DRS data is that
overtime earnings are not reported separately
by employers. Job classification and job title
are also not reported. We support the current
efforts by DRS to increase the level of detalil
that employers report regarding types of
compensation, hours worked and job
classification.

Average Earnings and Hours

On average, earnings rise gradually with
tenure. Exhibit 18 displays the average
earnings profiles for recent retirees in
Washington’s open plans. The graph
presents average monthly earnings over the
ten years prior to retirement.>

The rise in earnings over a career does
increase average final compensation levels.
These increases vary across plans and
workers. It is important to note that the extent

*3 The data include information for 119 WSPRSL retirees; no
information was available for WSPRS2.

% Earnings and hours vary dramatically by month for SERS and
TERS plan members, so the chart uses 12-month moving
averages (MA) for these members.



to which earnings increase with tenure is
determined by many factors. Workers with
more education, for example, tend to have
steeper earning profiles. Also, seniority-based
pay systems tend to create steeper earnings
profiles by providing regular salary step
increases.

Increases in average earnings per hour, rather
than total hours, largely drive the observed
increases in earnings with tenure. Among
recent retirees in Washington'’s state pension
systems, monthly hours worked tend to be
stable throughout a worker’s tenure, though
there is a tendency for hours to decline
marginally when workers are closer to
retirement. In all of Washington’s state-
administered public pension systems, average
monthly hours are not systematically higher
during AFC periods (Exhibit 19, next page).

Overtime practices vary across occupations
and employers, and we see large differences
in average hours per month across plans and
groups of workers. Persistently high overtime
is common among some employers (per our
Stylized Example 2), and this contributes to
the high AFCs for their employees.

Exhibit 20 (next page) examines earnings
growth across plans and groups in greater
detail.

Variation in earnings growth across these
groups does not tend to be driven by changes
in average hours worked over time (Exhibit
21, page 27). See Appendix E for additional
detailed analysis across employers.

Exhibit 18
Average Earnings Profiles for Washington’s Open Public Plans
Retirements from January 2009 to June 2012

$10,000 -
e | EOFF2
$8,000 -
> / = PERS2
S
< $6,000 -
n /
> TRS2 (MA)
E T
c  $4,000 -
o
= e SERS2 (MA)
$2,000 -
SERS3 (MA)
$0 -
O o oOOdTOoOTOTOTOOTOTOITOT O T O T
oA O OO0 ONNMNOOLULLW SO OMNN A
o I I I |
Months to Retirement
MA = moving average

WSIPP analysis of DRS data on recent retirees (see Appendix E)
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Exhibit 19
Hours Profiles for Washington’s Open Public Plans

240 -+
e | EOFF2
220 - Hours
el
g 200 - e— PERS2
S V- Hours
% 180 -
§ e i - v S~~~ ——TRS2 Hours
> 160 - (MA)
<
hd
g ——N
s 140 - ———SERS?
Hours (MA)
120 -
e SERS3
100 TPTTTTTI T I T e e T T T T e e T e I e e e e T e e e e e e e e e e e e e e e e rrrrrrreeT HourS(MA)
N M OO N A N O W AN O W A NN O W
T NN T IND O O NN OO OO O O
— 1
Months to Retirement
MA = moving average

WSIPP analysis of DRS data on recent retirees (see Appendix E)

Exhibit 20
Average Monthly Earnings Before and During AFC Period
Retirements from January 2009 to June 2012

Avg. Earnings Av_g. Avg. .
Plan/System Pre-AEC Ea;\nlgggs Increase % Increase
LEOFF1 109 $6,811 $8,458 $1,647 24.2%
LEOFF2 731 $6,149 $7,633 $1,484 24.1%
PERS1 3577 $4,287 $5,088 $801 18.7%
PERS2 6182 $3,946 $4,672 $726 18.4%
PERS3 158 $4,201 $4,991 $789 18.8%
SERS2 1115 $2,345 $2,756 $411 17.5%
SERS3 251 $2,254 $2,616 $362 16.1%
TRS1 1968 $6,031 $7,142 $1,111 18.4%
TRS2 558 $5,631 $6,674 $1,043 18.5%
TRS3 258 $5,276 $6,282 $1,006 19.1%
WSPRS1 99 $6,190 $7,348 $1,158 18.7%
PERS2: FERRIES 52 $4,417 $5,156 $738 16.7%
PERS1: CORRECTIONS 93 $4,017 $4,693 $676 16.8%
PERS2: CORRECTIONS 324 $3,522 $4,157 $635 18.0%

WSIPP analysis of DRS data (see Appendix E)

Note: Reference periods vary by plan.

Plans 1: AFC periods include the 24 months prior to retirement (12 months prior for LEOFF1). Pre-AFC periods can
include up to 96 months.

Plans 2/3: The AFC and Pre-AFC periods include up to 60 months for the open plans.
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Exhibit 21

Average Monthly Hours Before and During AFC Period
Retirements from January 2009 to June 2012

Plan/System \ Avg.AI-|Fré MG AngIF-|gurs Difference U 2% _AFC
LEOFF1 109 186.3 182.9 -3.40 21.8
LEOFF2 731 195.4 194.9 -0.50 26.1
PERS1 3,577 170.2 169.3 -0.90 18.8
PERS2 6,182 173.0 172.1 -0.90 17.8
PERS3 158 171.1 169.0 -2.10 20.1
SERS2 1,115 147.2 146.1 -1.10 28.0
SERS3 251 143.0 140.8 -2.20 26.9
TRS1 1,968 153.1 154.1 1.00 18.7
TRS2 558 143.6 \141.3 -2.30 14.1
TRS3 258 141.0 139.1 _169 18.3
WSPRS1 99 180.3 177.2 -3.10 9.7
PERS2: FERRIES 52 178.5 179.5 1.00 13.6
PERS1: CORRECTIONS 93 179.0 176.3 -2.70 10.2
PERS2: CORRECTIONS 324 180.0 179.1 -0.90 16.7

Total 15,475 167.3 166.5 -0.79 19.2
WSIPP analysis of DRS data (see Appendix E)
Variation in AFC Hours Gains Exhibit 22

Although we do not observe systematic
increases in average hours during AFC
periods, there are exceptions. As
demonstrated in Exhibit 22, some employees
(8%) work substantially more hours during
AFC periods, in comparison with the pre-AFC
period. Three percent work more than 20
additional hours per month. Most (77%) work
less or the same amount during the AFC
period as the pre-AFC period.
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Difference in Average Monthly Hours in AFC

and Pre-AFC Periods

All Washington Systems & Plans,
Retirements from January 2009 to June 2012

70%
60%
0

an
N
>

40%
30%
20%
10%

0%

Percent of retiree

31%

46%

5% 3%
|

15%

<2 -2to<22to<10 10to 20+

<20
Change in hours post—pre AFC

WSIPP analysis of DRS data (see Appendix E)




Exhibit 23 shows how many retirees worked Exhibit 23 illustrates some important points.

more, less, or the same amount of hours First, most members tend to work roughly the
before and during the AFC period. The same number of hours before and during the
shaded squares indicate the number of people AFC period. Those who work overtime during
who worked about the same amount of hours the end of their career tended to also do so
during the AFC as before. earlier in their career (like Stylized Example
2). Second, there are exceptions—hours
For example, 7,151 recent retirees worked a increased substantially for some members,
typical 40-hour week before and during the and extreme increases are rare. Third, hours
AFC period. Among those who worked a decline for some members. See Appendix E
typical 40-hour week prior to the AFC period, for detailed analyses by plan and employer
413 worked marginally less (35-38 hours) and groups.

357 worked marginally more (42-45 hours)
during the AFC period.

Exhibit 23
Number of Retirees by Average Hours Before and During the AFC Period

Average Monthly Hours: AFC Period
(1)<128  (2)128-149  (3) 150-166  (4) 167-179 (5) 180-192  (6) 193-214 (7) 215+

Average Hours: (15-29/wk) (30-34/wk) (35-38/wk) (39-41/wk)  (42-45/wk)  (45-49/wk) (50+/wk)
Pre-AFC

(1) <128 (15-29/wk) 699 131 35 20 3

(2) 128-149 (30-34/wk) 240 1153 382 65 11

(3) 150-166 (35-38/wk) 47 470 1189 369 32

(4) 167-179 (39-41/wk) 29 107 413 7151 357 34 13
(5) 180-192 (42-45/wk) 0 6 37 543 577 134 16
(6) 193-214 (45-49/wk) 1 2 4 59 137 236 50
(7) 215+ (50+/wk) 0 0 0 14 15 36 165
Total 1016 1869 2060 8221 1132 452 256

WSIPP analysis of DRS data (see Appendix E)
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CONCLUSION

The 2012 Legislature directed the Institute to
evaluate Washington’s and other state and
local public retirement systems.

We found that, compared with other state
plans, Washington’s state pensions provide
income replacement at or below the average
levels.

In Washington State, most local governments
participate in the state retirement systems.
Washington has portability laws that
decrease, but do not eliminate, the reduction
in benefits for workers who move between
state employment and local governments that
opt out of the state systems.

We examined whether members of
Washington’s state pension plans significantly
increase their hours worked late in their
careers (when compensation is counted in
pension calculations). We did not find
systematic increases in hours worked in the
years just prior to retirement, although there
are some exceptions.
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APPENDIX A: LEGISLATIVE STUDY DIRECTION

The Washington State Institute for Public Policy was directed to “conduct an evaluation of the benefits
provided in the pension plans offered by public employers in the state” including an examination of:

(i) “The level of benefits offered by the state retirement plans and retirement plans sponsored by local
government employers relative to the benefits provided in other states;

(i) The adequacy of pension benefits provided to public employees, including barriers to retirement;

(iii) Barriers to the portability of retirement benefits between public employers in the state, including
opportunities to improve benefit portability and compatibility; and

(iv) The treatment of overtime earnings in public employee retirement plans relative to the treatment of
earnings in other states, including the impact of excess compensation on state retirement system
contribution rates with a particular emphasis on agencies that operate on a 24-hour basis, such as
the state patrol, ferry system, and state prisons.”

Supplemental Operating Budget § 606 (13), 2012 Wash. Sess. Laws 2225



APPENDIX B: FEATURES OF STATE PUBLIC PENSION PLANS

Washington’s retirement systems are structured similar to many public pension plans in the United States.
This appendix provides details on other states plans, including:

e Benefit type (DB, DC, or Hybrid)

e Vesting rules

e Retirement ages

e Experience requirements

e Contribution rates

e Benefit calculation factors

e Cost of living adjustments (COLAS)

¢ Rules related to overtime and “excess compensation”

How were plans selected for comparison? The design of public retirement systems is complex. Each
plan has its own eligibility criteria, retirement ages, contribution rates, benefit calculation factors, and
distribution methods. To compare like-plans to like, we limit our review to open state public pension plans
that:

e cover general state employees, teachers, and/or law enforcement and fire fighters;
e are the most recently opened plan in the state; and

¢ allow members to pay into Social Security in addition to state retirement plans (as Washington
State employees do).*

We selected general state employees and teachers because they represent two of the largest systems
(PERS and TRS). We examined law enforcement and firefighter plans separately because they tend to
have lower retirement ages. We did not collect comparative information for other retirement systems in
WA because we had a short time frame for the study.

e Exhibit B1 lists the general state employee and teacher plans and provides details on the pension
benefit structure for each plan.

¢ Exhibit B2 provides the same information for firefighters and law enforcement.

¢ Exhibit B3 lists excess compensation provisions for general state employee and teacher plans.

o Exhibit B4 lists excess compensation provisions for firefighters and law enforcement.

! It is important to note that Washington members of LEOFF and WSPRS plans have the option to choose whether to contribute in
to Social Security, and most do not. Likewise, in many state plans, such as California STRS, most employees opt out of Social
Security; they are included in our analysis because individuals can choose to opt in.
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Key to Exhibits

Employee type: Exhibit B1
S = State Employees
L = Local Employees
T = Teachers
SE = School Employees

Employee type: Exhibit B2
S= State Police
FF= Firefighters
L= Local Police
LE = Law Enforcement
CO = Corrections Officers

Plan type
DB = Defined benefit

DC = Defined contribution
H = Hybrid

General
COLA = Cost-of-living Adjustment
AFC = Average Final Compensation
SCY = Service Credit Years

Because many contribution rates are determined
actuarially and can vary year to year, we present
the most recent contribution rate for each plan.



Plan Name

Exhibit B1
General State Employee and Teacher Plans Provisions

Employer

Cont.

Average
Final
Comp.
Years

Multiplier

Automatic
COLA?

Alabama -
ERS

Alabama -
TRS

Arizona -
ASRS

Arkansas -
APERS

Arkansas -
ATRS

California -
CalPERS 2

California -
CalSTRS

Connecticut
-SERS 3

Delaware -
SEPP

Employees'
Retirement System

Teachers’
Retirement System

Arizona State
Retirement System

Arkansas Public
Employees'
Retirement System

Arkansas Teacher
Retirement System

California Public
Employees'
Retirement System -
Tier 2

California State
Teachers'
Retirement System

Connecticut State
Employees
Retirement System -
Tier 3

State Employees'
Pension Plan

DB

DB

DB

DB

DB

DB

DB

DB

DB

Age/Exp. : Age/Exp. % Reduction/
For Norm. \|/:eesrtilondg For Early Year Early EnggInCJt;r/ee
Ret. Ret. Ret. :
any/25;
60/10 10 None 7.5%
any/25;
60/10 10 None 7.5%
55/30;
60/25;
62/10. 10 50/5 5.0% 11.14%
65/any
any/28, .
55/35; 5 anyiee: 6.0% 5.0%
65/5
. any/25;
any/28; 5 under age 5.0% 6.0%
60/5 60
65/5 5 50/5 1.5% 8.0%
60/5 5 50/30; 55/5 6.0% 8.0%
any/25;
65/10 10 58/10 6.0% 2.0%
any/30; .
60/15; 5 anyj2s; 2.4% 3.0%
62/5

11.07%

11.71%

11.14%

12.46%

14.00%

8.00%

8.25%

9.00%

8.90%
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2.01%

2.01%

2.10%

2.22%

2.15%

1.25%

2.40%

1.33%

1.85%

No - Ad hoc

No - Ad hoc

Yes - Fixed
2.5%

Yes - Fixed
3%

Yes - Fixed
3%

Yes - Based
on CPI.
Capped at
2%

Yes -Fixed
2%

Yes -
Minimum of
2% Capped

at 7.5%

No - Ad hoc




Exhibit B1
General State Employee and Teacher Plans Provisions

: Average
0
ARB, Vesting ATHB, 5 REE TN Employee  Employer Final . Automatic
Plan Name For Norm. . For Early Year Early Multiplier P
Ret Period Ret Ret Contr. Cont. Comp. COLA~
' ) ) Years
. Florida Retirement .
Florida - N . S, L, 58/33; any/below o o o o Yes - Fixed
FRS Systen;laiensmn T DB 65/8 8 30 5.0% 3.0% 5.18% 8 1.60% 3%
Georgia - EmG?(()) rgieasl'S F?é?’ntseion S H any/3o; 10 any/25 7.0% DB: 0%, | DB: 12%, 2 1.00% " -OB”ased
GSEPS e e Pl 60/10 y o7 DC:1.3% = DC: 0% PO investment
g earnings
. Teachers’ .
Georgia - . any/30; o o o o Yes - Fixed
RS Retirement System T DB 60/10 10 any/25 7.0% 6.0% 11.41% 2 2.00% 39
of Georgia
. Employees' . - Fi
Hawaii- ' potirement System- | S, L | DB 60/30; 10 55/20 5.0% 8.0% 15.0% 5 1750 | ves-Fixed
ERS Hybrid . 65/10 1.5%
Hybrid Plan
Yes - Fixed
1% with
idaho - Public Employee S L investment
PERSI Retirement System T ' DB 65/5, R90 5 55/5 3.0% 6.45% 10.44% 35 2.00% based
of Idaho increase.
Capped at
6%
inois - State Employees LeEEZr-of
Retirement System - S DB 67/10 10 62/10 6.0% 4.00% 34.19% 8 1.67%
SERS 2 Tier 2 3% or half
of CPI
indiana-  Public Employees' ¢ |, o 1o So/15 & o DB: 0%, | DB: 10%, . 110% | No.Adh
PERF Retirement Fund ’ 65/10, =70 DC: 3% DC: 0% 0 0 oc
. 55/30;
Indiana - Teachers' ! o DB: 0%, DB: 7.5%, o
TRF Retirement Fund T H %%//i% 10 50715 5.0% DC: 3% DC: 0% 5 1.10% No - Ad hoc
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